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SUMMARY   OF    RECOMMENDATIONS 

This    listing    serves    as    a  means  of  summarizing   the   recommendations 
contained   in   the   report  and    the  audited   agency's   reply. 
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Recommendation  #1 

The   Department  of   Institutions  work  with 
the  prison   to  maintain  aluminum   inventory 
for  only  current  needs. 

Agency   Reply:      Concur.      See  page  42. 

Recommendation   #2 

The   Department   ol    Institutions   work   with 
the   prison    industries   program   to  accurately 
reflect  aluminum   inventory  costs  for  the  tag 
plant  in   the  industries  accounting   records. 

Agency   Reply:      Concur.      See  page  42. 

Recommendation  #3 

The  prison   implement  effective  physical   con- 
trols over  canteen   inventory. 

Agency   Reply:      Concur.      See  page  42. 

Recommendation  #4 

The  prison   and  the   Department  of   Institu- 
tions: 

A.  Segregate  the   Inventory  ordering, 
receiving,    issuing,    and   payment 
approval   functions. 

Agency   Reply:      Concur.      See  page  43. 

B.  Establish   written   procedures  for  all 
inventory  counts  and   accumulation 
of  count  results. 

Agency   Reply:      Concur.      See  page  43. 

C.  Establish   procedures  to  ensure  autho- 
rizing  signatures  are  obtained   for 
inventory   issuance. 

Agency   Reply:      Concur.      See  page  43. 

D.  Reconcile  input  documents  with  the 
SIMS  daily  update   reports  or  manual 
records. 

Agency   Reply:      Concur.      See  page  43. 

iv 


SUMMARY   OF    RECOMMENDATIONS   (Continued) 

Page 

^Recommendation   #5 
The   Department  of   Institutions  continue  to 
work   with    the   Department  of  Administration 
to  determine  a   proper  method   for   record- 
ing  gains  and    losses   due  to  herd   size   fluc- 
tuation. 9 

Agency   Reply:      Concur.      See  page  43. 

Recommendation  #6 

The   Department  of   Institutions; 

A.  Establish   procedures  to  ensure  account- 
ability for  all   delivery  tickets,    includ- 
ing  voided   tickets.  10 

Agency   Reply:      Concur.      See  page  43. 

B.  Designate  an   individual   to  assume  the 
ranch   accountant's  duties   when    the 

accountant   is  absent.  10 

Agency   Reply:      Concur.      See  page  43. 

^Recommendation   #7 
The   Department  of   Institutions   finalize  a 
policy  concerning   rental   rates  for  prison 
housing   units.  11 

Agency   Reply:      Concur.      See  page  44. 

Recommendation  #8 

The  Department  of   Institutions   improve  the 

industries  program  documentation  of  job 

costs.  12 

Agenc\    Reply:      Concur.      See   page   44. 

Recommendation   #9 

The  prison   strengthen   internal    controls  over 

expenditures   to  ensure  each   bill    is   paid  only 

once.  16 

Agency    Reply:      Concur-.      See  page  44. 


^Recommendation   made   in   previous   audit   report. 


SUMMARY   OF    RECOMMENDATIONS   (Continued) 


Recommendation  #10 
The  prison: 


B.         Separate  the  inmate  petty  cash   fund 
from   inmate   receipts. 

Agency   Reply:      Concur.      See  page  45. 
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A.  Prepare  an  aging   schedule  of  accounts 
receivable  to  ensure  delinquent   accounts 

are   identified.  17 

Agency    Reply:      Concur.      See  page  44. 

B.  Pursue  the  collection   of  delinquent 

accounts   receivable.  17 

Agency   Reply:      Concur.      See  page  44. 

C.  Perform  a  monthly   reconciliation 
between   SBAS  and   subsidiary   billing 
and   receipt   records   to  ensure  accounts 

receivable  are  properly   recorded.  17 

Agency   Reply:      Concur.      See  page  44. 

Recommendation  #11 
The  prison: 

A.         Establish   procedures  to  ensure  com- 
pliance with   deposit  requirements.  18 

Agency   Reply:      Concur.      See  page  45. 


18 


C.  Appoint  a  custodian  of  the  petty  cash 
fund  to  establish  accountability  and 

limit  access  to  the  fund.  18 

Agency   Reply:      Concur.      See  page  45. 

D.  Reduce  the  contingent  revolving  fund 
balance  to  the  amount  necessary   to 

meet  immediate  needs.  18 

Agency   Reply:      Concur.      See  page  45. 

Recommendation  #12 

The  prison   continue  to  improve  the  account- 
ing control   for  fixed  assets. 

Agency   Reply:      Concur.      See  page  45. 
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SUMMARY   OF    RECOMMENDATIONS   (Continued) 

Page 

Recommendation  #13 
The  prison: 

A.  Establish   procedures   to  ensure   hours 

claimed   are  actually  worked.  20 

Agency   Reply:      Concur.      See  page  45. 

B.  Restrict  access   to  unclaimed   payroll 

warrants.  20 

Agency   Reply:      Concur.      See  page  45. 

Recommendation  #14 

The  Department  of   Institutions   seek   legis- 
lation  to  clarify   reversion   requirements  for 
the   industries  program.  22 

Agency   Reply:      Concur.      See  page  46. 

Recommendation  #15 

The  prison   send   written   notification   to  the 

Department  of  Justice  when   a  convicted 

arsonist  is  admitted  or  released.  23 

Agency   Reply:      Concur.      See  page  46. 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Montana  State 
Prison  for  the  two  fiscal  years  ended  June  30,  1983.  The  objectives 
of  the  audit  were  to:  (1)  determine  if  the  financial  statements 
present  fairly  the  financial  position  and  results  of  operations  of 
the  prison  for  the  two  fiscal  years  ended  June  30,  1983;  (2)  deter- 
mine prison  compliance  with  applicable  laws  and  regulations  which 
could  have  a  significant  effect  on  the  financial  statements;  and 
(3)  make  recommendations  for  improvements  in  the  management  and 
internal   accounting   controls  of  the  prison. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

We    thank    the    director   of   the    Department   of    Institutions,    the 
Warden    of   the   Montana    State    Prison,    and   their   respective  staff  for 
their  cooperation   and   assistance  during  our  audit. 
BACKGROUND 

The  Montana  State  Prison  at  Deer  Lodge  was  initially  estab- 
lished as  a  federal  prison  in  1873.  When  Montana  was  granted 
statehood  in  1889,  the  prison  facilities  were  transferred  to  the 
state.  In  1953,  facilities  were  substantially  increased  by  the 
purchase  of  several  ranches  with  land  area  of  approximately  33,000 
acres. 

The  1973  Legislature  approved  coristruction  of  a  new  prison. 
The  new  lacilily  is  located  on  the  prison  ranch,  west  of  Deer 
Lodge.       The    old    facilities    were    leased    to    the    city    of    Deer    Lodge. 


The  1983  Legislature  provided  $14,416,400  for  major  expansion  of 
the  new  prison.  The  prison  also  received  $300,000  to  purchase 
and  remodel  the  infirmary  and  $700,000  for  an  industries  building. 
The  prison  records  show  that  the  prison  population  averaged 
705  during  fiscal  year  1981-82  and  748  during  fiscal  year  1982-83. 
The  prison  had  274  employees  on  June  30,  1982,  and  313  employees 
on  June  30,  1983.  Table  1  below  compares  the  June  30,  1983  and 
June  30,    1982   inmate  population. 


TABLE   1 
INMATE   POPULATION 


Inmate   Population   at 
6/30/83  6/30/82 


Close  Unit 

I 

Close  Unit 

II 

Unit  A 

Unit  B 

Unit  C 

Maximum 

Total  Housing 

Units 

Other 

Totals 

143 

131 

181 

169 

119 

129 

120 

127 

104 

114 

40 

27 

707 

697 

50 

18 

757 

715 

Source:      Compiled  by  the  Office  of   the   Legislative  Auditor 

All  prison  activities,  except  the  Ranch  and  Industries 
programs,  are  under  the  warden's  supervision.  The  industries 
coordinator,  who  reports  to  the  Department  of  Institutions,  Correc- 
tions Division,  is  responsible  for  supervising  the  ranch  and 
industries  operations. 
INVENTORY 

During  our  observation  and  follow-up  of  the  prison's  physical 
inventory  counts  and  perpetual  records  at  fiscal  year-end  1983,  we 
noted   problems   in   the  following  areas. 
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Excess    Inventory 

The  prison  lag  plant  reported  1,024,968  pounds  of  aluminum 
inventory  on  hand  at  June  30,  1983.  Prison  officials  estimate  four 
license  plates  can  be  produced  from  one  pound  of  aluminum  and 
that  approximately  420,000  license  plates  are  produced  yearly. 
This  results  in  use  of  approximately  105,000  pounds  of  aluminum 
each  year.  Based  upon  yearly  usage  and  reported  aluminum 
inventory  on  hand  at  June  30,  1983,  we  estimate  the  prison  has  a 
9.75  years   supply  of  aluminum. 

Aluminum  purchases  were  funded  from  the  Motor  Vehicle 
Earmarked  Revenue  account.  State  law  requires  that  any  cash 
balance  remaining  in  this  fund  be  reverted  to  the  General  Fund  at 
fiscal  year-end.  Consequently,  the  prison  has  accumulated 
excessive  aluminum  inventories,  spending  money  that  would  have 
been  transferred  to  the  state  General  Fund.  If  the  prison  had  at 
June  30,  1983  maintained  105,000  pounds  of  aluminum  inventory  to 
meet  fiscal  year  1983-84  needs,  the  $739,000  paid  for  the  excess 
920,000  pounds  of  aluminum  should  have  reverted  to  the  General 
Fund . 

RECOMMENDATION    ttl 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  WORK 
WITH  THE  PRISON  TO  MAINTAIN  ALUMINUM  INVENTORY 
FOR    ONLY    CURRENT    NEEDS. 


Tag    Plant  Valuation 

Aluminum  inventory  at  fiscal  year-end  1983  was  overstated  by 
$31,369.  The  misstatement  was  caused  by  an  error  in  computing 
the  price  per  pound  times  the  quantity.  Therefore,  the  reported 
value  does  not  accurately  reflect  the  cost  of  inventory  on  hand. 
This   is   illustrated   by   Table  2. 


TABLE   2 
ALUMINUM    1 N V KNTORY^  COST/ VALUATION 

I  iivontory 
Pounds  Price  Total  Valuation      at 

of  Aluminum      Per   Pound      Purchase   Price      June   30,    1983        Difference 


497,926 
527,042 

.937 
.7050 

$466,557 

371,565 

$838,122 

$497,926 

371,565 

$869,491 

$31,369 
-0- 

1,024,968 

$31,369 

Source:      Complied  by  the   Office   of   the   Legislative  Auditor 

Inventory  records  should  be  reviewed  to  ensure  aluminum 
inventory   is  accurately   reported. 

RECOMMENDATION   #2 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  WORK 
WITH  THE  PRISON  INDUSTRIES  PROGRAM  TO  ACCURATELY 
REFLECT  ALUMINUM  INVENTORY  COSTS  FOR  THE  TAG 
PLANT    IN   THE    INDUSTRIES   ACCOUNTING    RECORDS. 

Canteen   Security 

Inventory  counts  of  the  inmate  canteen,  which  has  been 
maintained  inside  the  prison  since  October  1982,  revealed  discrep- 
ancies   with    inventory    records    for    67   percent    of   the    items    tested. 


According  to  a  prison  employee,  the  discrepancies  are  due  to 
inaccurate  inventory  counts  by  inmate  employees  and  inmate  theft. 
Losses  due  to  theft  were  estimated  by  the  employee  at  $300  to  $400 
per  month  from  October  1982  through  April  1983.  Losses  during 
May  and  June  1983  were  approximately  $1,200  per  month.  The 
employee  noted  losses  generally  occur  when  inmate  employees  give 
away  goods  due  to  threats  by  other  inmates.  During  May  and 
June,  however,  inmates  removed  large  quantities  of  goods  by 
breaking   in   to  the  canteen   at  night. 

The  canteen  operations  cannot  sustain  losses  of  this 
magnitude.  The  canteen  will  have  to  increase  the  sales  price  of 
individual  items  to  the  inmates  or  seek  support  from  other  sources 
to  replenish  its  inventory.  In  order  to  adequately  safeguard 
inventory,  and  thereby  minimize  the  risk  of  loss,  physical  controls 
are  essential. 

RECOMMENDATION   #3 

WE        RECOMMEND       THE        PRISON        IMPLEMENT       EFFECTIVE 

PHYSICAL   CONTROLS   OVER    CANTEEN    INVENTORY. 

Inventory   Controls 

We  reviewed  inventory  controls  and  performed  tests  counts  at 
various  departments  within  the  prison.  The  following  problems 
were   noted: 


1.  One  individual  is  responsible  for  ordering  and  receiving 
goods  as  well  as  approving  invoices  for  payment  for  the 
inmate  canteen. 


2.  A  warehouse  employee  signed  documents  indicating 
approval  for  payment  of  goods  received.  This  employee 
is  also  authorized  to  receive  merchandise.  Receipt  and 
approval  duties  should  be  segregated  to  ensure  the 
safeguarding   of  assets. 

3.  Not  all  items  were  counted  during  the  inventory  of  the 
tag  plant.  Prison  personnel,  subsequent  to  June  30, 
1983,  became  aware  of  the  uncounted  items.  The 
financial     statements    were    adjusted    to    correct    the    error. 

4.  The  employee  who  has  custody  of  the  stock  ol  clotfiing 
in  the  warehouse  can  receive  the  clothing,  warehouse  it, 
and  issue  it  without  obtaining  a  signature  from  the 
recipient  upon   issuance. 

5.  Inventory  usage  is  entered  on  SIMS  (Supply  Inventory 
Management  System)  but  reports  are  not  reconciled  to 
input  documents. 

6.  Prison  physical  counts  did  not  agree  with  perpetual 
records  for  the  kitchen,  equipment  maintenance  shop, 
and  inmate  canteen  due  to  the  untimely  updating  of 
inventory   records. 


The  prison  could  improve  inventory  controls  and,  thereby, 
reduce  the  risk  of  errors  and  undetected  shortages  by:  reassign- 
ing incompatible  inventory  functions  to  different  individuals;  estab- 
lishing written  procedures  for  counting  and  issuing  inventory;  and 
ensuring  that  all  activity  is  promptly  recorded  and  reconciled  to 
the   inventory   records. 

RECOMMENDATION   #4 

WE     RECOMMEND     THE     PRISON     AND     THE     DEPARTMENT     OF 

INSTITUTIONS: 

A.  SEGREGATE     THE     INVENTORY    ORDERING,     RECEIVING, 
ISSUING,    AND    PAYMENT   APPROVAL    FUNCTIONS. 

B.  ESTABLISH   WRITTEN    PROCEDURES    FOR    ALL    INVENTORY 
COUNTS     AND     ACCUMULATION     OF     COUNT     RESULTS. 


C.  ESTABLISH  PROCEDURES  TO  ENSURE  AUTHORIZING 
SIGNATURES  ARE  OBTAINED  FOR  INVENTORY 
ISSUANCE. 

D.  RECONCILE  INPUT  DOCUMENTS  WITH  THE  SIMS  DAILY 
UPDATE    REPORTS   OR    MANUAL    RECORDS. 

RANCH    OPERATIONS 

The  prison  ranch  operates  a  meat  packing  plant  and  dairy  to 
supply  the  prison  and  other  state  institutions  or  non-profit  organi- 
zations with  meat  and  dairy  products.  We  noted  several  areas  for 
improvements  in  accounting  for  ranch  operations  which  are 
discussed  in  the  following  sections. 
Livestock 

Market  value  of  the  livestock  at  June  30,  1983  was  $1,467,955. 
Market  valuations  were  based  on  June  28,  1983  prices  in  the 
Livestock  Market  Digest  -  Montana  Livestock  Auction .  Table  3 
presents   the   livestock   inventory   at  June  30,    1983. 


TABLE  3 
PRISON  LIVESTOCK  -  JUNE  30,  1983 


Estimated 

Price   Per 

Number 

Average 

Hundered 

of  Animals 

Livestock   Class 
Bulls 

Weight  (lbs) 

Weight 

Value 

31 

3  years  and  older 

N/A 

$l,000/head   $    31,000 

17 

2  year  olds 

N/A 

1,050/head 

17,850 

9 

Yearlings 

N/A 

800/head 

7,200 

2 

Holstein  (Dairy) 
Breeding  Cows 

N/A 

1  ,000/head 

2,000 

1008  pairs 

Breeding  Cows  w/Calves 

N/A 

625/pair 

630,000 

7 

Breeding  Cows  w/out  Calves 

1,000 

45 

3,150 

231     Replacement  Heifers 

Feeders  -  Not  in  Feedlot 


3,459 


14 
3 
2 
2 
4 
3 
3 

3 

34 

3,493 


700 


56 

Cull  Cows 

1,000 

388 

Steers 

700 

153 

Heifers 

Feeders  -  In  Feedlot 

600 

80 

Commercial  Cull  Purchased  Cows 

1,000 

97 

Heifers 

625 

1 

Bull  -  Cull 
Dairy 

1,500 

236 

Holstein  Milking  Cows 

N/A 

1 

Free  Martin 

1,200 

6 

Springing  Heifers 

N/A 

70 

Heifers:  6-16  Months 

N/A 

56 

Heifer  Calves:  0-6  Months 

N/A 

2 

Bulls  -  2  weeks 

110 

Horses 

Usable  N/A 

Light  Use  (Old)  -  Canner  1,000 

Light  Use  (Young)  N/A 

Lame  or  Crippled  -  Canner  1,000 

Brood  Mares  N/A 

2  year  olds  N/A 

Yearlings  N/A 

"83"  Foals  N/A 

Total  Livestock  Valuation 


50 


80,850 


42.50 

23,800 

65 

176,540 

60 

55,080 

42.50 

34,000 

60 

36,375 

50 

750 

1,200/head 

283,200 

50 

600 

1,000/head 

6,000 

500/head 

35,000 

200/head 

11,200 

50 

110 

1,434,705 

1,350/head   $   18,900 


39 

1,170 

1,000/head 

2,000 

39 

780 

1,100/head 

4,400 

900/head 

2,700 

800/head 

2,400 

300/head 

900 

33,250 

$1,467,955 

Source:   Prison  Ranch  Accountant 


--Cattle  Valuation 

As  noted  in  our  last  report,  gains  or  losses  due  to  fluctua- 
tions in  the  size  of  its  cattle  herd  are  not  reflected  in  the  ranch 
operating  statements.  The  herd,  including  dairy  cattle,  decreased 
by  337  animals  during  the  two  fiscal  years  ending  June  30,  1983. 
Without  gain/loss  information  presented  in  ranch  operating  state- 
ments, the  ranch  can  show  a  break  even  year  when  it  is  actually 
incurring   gains   or   losses   through   herd   size   fluctuation. 

In  response  to  our  prior  audit  recommendation,  ranch  officials 
contacted  the  Accounting  Division  of  the  Department  of  Administra- 
tion for  assistance  in  determining  a  proper  method  to  value  profit/ 
loss  on  herd  fluctuations.  This  has  not  yet  been  resolved  due  to 
the  complex   nature  of  the  operations. 

RECOMMENDATION   #5 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS 
CONTINUE  TO  WORK  WITH  THE  DEPARTMENT  OF  ADMINIS- 
TRATION TO  DETERMINE  A  PROPER  METHOD  FOR  RECORD- 
ING   GAINS    AND    LOSSES   DUE   TO    HERD   SIZE    FLUCTUATION. 

Delivery   Tickets 

The  source  of  billing  for  ranch  products  is  a  delivery  ticket. 
Delivery  tickets  are  four-part  forms  which  are  prepared  by  the 
issuing  agent;  for  example,  the  dairy  or  packing  plant.  Controls 
over  delivery  tickets  were  inadequate  to  prevent  possible  misuse  or 
loss  of  revenue  due  to  misplaced  or  lost  tickets.  We  noted  the 
following  control   weaknesses: 


1  .  The  delivery  ticket  log  used  to  account  for  the  tickets  could 
not    be     located     for    the    period    July   1981     to    November    1982. 

2.  Deliveries  were  made  during  July  1981  but  delivery  tickets 
could  not  be  accounted  for.  Ranch  officials  could  not  locate 
these  tickets. 

3.  For  the  period  November  1982  through  June  1983,  delivery 
tickets  were  missing  from  the  log  and  Iheir  disposition  could 
not  be  determined.  Employees  indicated  this  could  have  been 
because  voided   tickets   are  not    retained. 


The  above  problems  are  mainly  attributable  to  the  extended 
absence  of  the  ranch  accountant,  which  resulted  in  a  backlog  of 
billings,  the  turnover  of  ranch  managers,  and  inexperienced  inmate 
employees.  Additionally,  when  ranch  accounting  was  moved  from 
the  administration  building  to  the  new  ranch  office,  records  had 
been   dumped   into  boxes  and   never   sorted. 

In  order  to  ensure  all  revenue  is  received  and  properly 
recorded,  all  delivery  tickets  should  be  controlled.  Personnel 
should  be  assigned  to  perform  the  accounting  functions  when 
absences  occur. 

RECOMMENDATION   #6 

WE    RECOMMEND   THE    DEPARTMENT   OF    INSTITUTIONS: 

A.  ESTABLISH  PROCEDURES  TO  ENSURE  ACCOUNTABILITY 
FOR  ALL  DELIVERY  TICKETS,  INCLUDING  VOIDED 
TICKETS. 

B.  DESIGNATE  AN  INDIVIDUAL  TO  ASSUME  THE  RANCH 
ACCOUNTANT'S  DUTIES  WHEN  THE  ACCOUNTANT  IS 
ABSENT. 
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HOUSING    RENTALS 

The  prison  maintains  thirteen  housing  units  for  employees, 
five  of  which  were  vacant  at  June  30,  1983.  Rental  rates  range 
from  $20  to  $40  per  unit,  with  the  exception  of  the  warden's 
residence  which  rents  for  $180  per  month.  The  rates  include 
utilities  and  maintenance  and  have  not  changed  during  the  past  ten 
years.  As  noted  in  the  last  two  audit  reports,  rental  income  does 
not  even   cover  the  utility  costs  for  these  units. 

The  1979  Legislature  directed  the  Department  of  Institutions 
to  implement  a  realistic  rental  policy  to  charge  rental  rales  that 
reflect  increasing  costs  to  the  state.  As  we  noted  in  our  last 
report,  the  department  prepared  a  housing  policy,  in  draft  form, 
which  was  issued  as  a  guideline.  As  of  June  30,  1983,  the  policy 
is  still  in  draft  form.  Because  the  policy  is  not  finalized  we  did 
not  review  to  determine  if  it  complies  with  legislative  intent.  The 
prison  has  not  adjusted  its  housing  rental  rates  to  the  criteria  set 
forth   in  the  department's  draft  housing   policy  guidelines. 

RECOMMENDATION   #7 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS 
FINALIZE  A  POLICY  CONCERNING  RENTAL  RATES  FOR 
PRISON    HOUSING    UNITS. 

INDUSTRIES 


In    1979  the   Legislature  established   a   prison   industries   program 
as    a    subprogram    of    the   Department  of   Institutions,    Central   Office. 
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The     program     presently      provides     training      and      employment     for 
inmates   in   the  following   areas: 

1.  Printing 

2.  Upholstery 

3.  Furniture  Manufacturing   and    Repair 

4.  Timber   -    Post  and   Poles 

5.  Signs 

Beginning  in  fiscal  year  1981-82  this  program's  activity  is 
reported   in   the  prison's    Internal   Service   Fund   financial    statements. 

The  industries  program  utilizes  a  job  order  cost  system.  Job 
costs  are  to  be  accumulated  on  job  order  cards  which  are  used  as 
support  for  customer  billing. 

We    noted    instances    where    documentation    on    the    job    card    was 
not  sufficient  to   support  billings.      An   effective  cost   system   identifies 
all    costs    incurred    through    job    completion    to  ensure  cost   recovery. 

RECOMMENDATION   ttB 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS 
IMPROVE  THE  INDUSTRIES  PROGRAM  DOCUMENTATION  OF 
JOB    COSTS. 

INTERNAL   CONTROLS 

We  have  examined  the  financial  statements  for  the  Montana 
State  Prison  for  the  two  years  ended  June  30,  1983,  and  have 
issued  our  report  thereon  dated  September  9,  1983.  As  part  of 
our  examination,  we  made  a  study  and  evaluation  of  the  system  of 
internal     accounting     control     of     the    Montana    State     Prison     to    the 
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extent  we  considered  necessary  to  evaluate  the  system  as  required 
by  generally  accepted  auditing  standards  and  the  standards  for 
financial  and  compliance  audits  contained  in  the  U.S.  General 
Accounting  Office  Standards  for  Audit  of  Governmental  Organiza- 
tions, Programs,  Activities,  and  Functions.  For  purposes  of  this 
report,  we  have  classified  significant  controls  in  the  prison's 
accounting   system   in   the  following  categories: 

1.  revenue,    cash    receipts; 

2.  expenditures,    payables,    and   accruals; 

3.  payroll; 

4.  inventory; 

5.  ranch;    and 

6.  industries. 

We  evaluated  the  significant  controls  identified  in  the  above  cate- 
gories. Other  auditing  procedures  were  applied  to  accounts  receiv- 
able, grants  and  inmate  account  balances  maintained  by  the  prison 
because  we  concluded  that  expanded  substantive  audit  testing  was 
more  efficient  than  relying  on  the  internal  control  system.  Our 
preliminary  review  of  fixed  asset  internal  control  indicated  material 
control  weaknesses.  Therefore,  we  chose  not  to  rely  on  fixed 
asset  controls. 

The  purpose  of  our  study  and  evaluation  was  to  determine  the 
nature,  timing,  and  extent  of  the  auditing  procedures  necessary 
for  expressing  an  opinion  on  the  prison's  financial  statements. 
Our  study  and  evaluation  was  more  limited  than  would  be  necessary 
to  express  an  opinion  on  the  system  of  internal  accounting  control 
taken  as  a  whole  or  on  any  of  the  categories  of  controls  identified 
above. 
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The  management  of  the  Montana  State  Prison  is  responsible 
for  establishing  and  maintaining  a  system  of  internal  accounting 
control.  In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits  and 
related  costs  of  control  procedures.  The  objectives  of  a  system 
are  to  provide  management  with  reasonable,  but  not  absolute, 
assurance  that  assets  are  safeguarded  against  loss  from  unautho- 
rized use  or  disposition,  and  that  transactions  are  executed  in 
accordance  with  management's  authorization  and  recorded  properly 
to  permit  the  preparation  of  financial  statements  in  accordance  with 
generally  accepted  accounting  principles.  Because  of  inherent 
limitations  in  any  system  of  internal  accounting  control,  errors  or 
irregularities  may  occur  and  not  be  detected.  Also,  projection  of 
any  evaluation  of  the  system  to  future  periods  is  subject  to  the 
risk  that  procedures  may  become  inadequate  because  of  changes  in 
conditions  or  that  the  degree  of  compliance  with  the  procedures 
may  deteriorate. 

Our  study  and  evaluation  made  for  the  limited  purpose 
described  in  the  first  paragraph  would  not  necessarily  disclose  all 
material  weaknesses  in  the  system.  Accordingly,  we  do  not  express 
an  opinion  on  the  system  of  internal  accounting  control  of  the 
Montana  State  Prison  taken  as  a  whole  or  on  any  of  the  categories 
of  control  identified  in  the  first  paragraph.  However,  our  study 
and  evaluation  disclosed  the  following  conditions  that  we  believe 
result  in  more  than  a  low  risk  that  errors  or  irregularities  in 
amounts  that  would  be  material  in  relation  to  the  financial  state- 
ments   of   the   Montana    State    Prison    may   occur    and    not    be  detected 
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within   a  timely   period.      We  discuss  weaknesses   noted    in   inventories 
on   pages  2   through   6,    expenditures  on   page   15,    accounts   receivable 
on   page   16,    cash  on   page   17,    and   payroll   on    page   19. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  to  be  applied  in  our  examina- 
tion of  the  financial  statements  for  the  two  years  ended  June  30, 
1983,  and  this  report  does  not  affect  our  report  on  the  financial 
statements  dated   September  9,    1983. 

The  preceding  five  paragraphs  are  intended  solely  for  the  use 
of  management  and  the  Legislature  and  should  not  be  used  for  any 
other  purpose.  This  restriction  as  to  use  is  not  intended  to  limit 
the  distribution  of  this  document  which,  upon  acceptance  by  the 
Legislative  Audit  Committee,  is  a  matter  of  public  record. 
Expenditures 

During  our  review  of  expenditure  transactions  we  noted  four 
instances,  during  fiscal  year  1982-83,  where  vendors  received 
duplicate  payments.      These  transactions  totaled   $987. 

Subsequent  to  payment  the  prison  personnel  identified  three 
of  the  four  duplications.  However,  in  one  case,  an  $882  duplicate 
payment  was  not  brought  to  the  attention  of  the  prison  until  the 
vendor  returned  the  second  check.  Prison  personnel  indicated  the 
second   payment  was  made  based   upon    receipt  of  a   duplicate   invoice. 

The     prison     can     adequately     control     duplicate    payments     by: 


1  .  Paying  only  approved  transactions  which  are  supported  by  an 
original  invoice.  Photocopies  of  invoices  or  vendor  statements 
should   not  be  allowed   as   support  for   payment. 

2.  Promptly  updating  and  reviewing  the  vendor  payment  file, 
noting  the  vendor  invoice  number  to  insure  the  invoice  has 
nol    been    paid. 
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We  reviewed  the  four  instances  noted  above,  however,  it  was 
not  practical  for  us  to  determine  the  total  extent  of  duplicate 
payments  made  but  not   identified   by  the   prison. 

RECQIVIiVIENDATION    ^9 

WE  RECOMMEND  THE  PRISON  STRENGTHEN  INTERNAL  CON- 
TROLS OVER  EXPENDITURES  TO  ENSURE  EACH  BILL  IS 
PAID    ONLY   ONCE. 

Accounts    Receivable 

Ranch  and  industries  receivables  were  not  being  collected  on 
a  timely  basis  or  properly  recorded  in  the  accounting  records.  We 
noted  accounts  totaling  $2,666  for  the  ranch  and  $2,330  for  the 
industries  program  which  had  been  outstanding  for  more  than  one 
year  as  of  June  30,    1983. 

We  also  found  industries  accounts  receivable  and  revenue  to 
be  overstated  in  the  Internal  Service  Fund  by  $11,986  at  fiscal 
year  end  1982-83.  The  financial  statements  have  been  adjusted  to 
correct  this   error. 

Ranch  and  industries  personnel  indicated  the  problems  noted 
above  arose  because  reconciliations  between  SBAS  and  subsidiary 
billing  and  receipt  records  were  not  performed.  The  current 
ranch  billing  system  provides  billing  information  for  current  month 
activity  only.  Each  billing  should  show  the  current  month  charges 
and  all  unpaid  amounts  which  are  past  due.  With  the  system  in 
effect  during  the  audit  period,  delinquent  accounts  may  not  be 
readily     identified.       To    properly    reflect    its    financial    position    and 
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assur-e   liniely   collection   ot    receivables,    the   prison   should    periodically 
review    account    balances    for    age    and    validity    and    actively    pursue 
collections. 

RECOIVIIVIENDATION    #10 

WE    RECOMMEND   THE    PRISON: 

A.  PREPARE  AN  AGING  SCHEDULE  OF  ACCOUNTS  RECEIV- 
ABLE TO  ENSURE  DELINQUENT  ACCOUNTS  ARE  IDEN- 
TIFIED. 

B.  PURSUE  THE  COLLECTION  OF  DELINQUENT  ACCOUNTS 
RECEIVABLE. 

C.  PERFORM       A       MONTHLY       RECONCILIATION       BETWEEN 
SBAS   AND   SUBSIDIARY    BILLING   AND    RECEIPT    RECORDS 
TO     ENSURE     ACCOUNTS     RECEIVABLE     ARE     PROPERLY 
RECORDED. 

Cash 

Our    review    of    the    prison's    cash    funds   indicated   the  following 
problems: 


1.  Deposits   were  not  made  on   a   timely   basis.      Section   17-6-105(6), 
MCA,      requires     daily     deposits     when     accumulated     coin     and 
currency    exceed    $100    or    when    total    collections    exceed    $500. 
Deposits    are     to    be    made    at     least    weekly.       In    a    sample    of 
eleven   items,    five   ranged   from   two  to  six   days   between    receipt 
and    deposit.        Deposit    amounts    ranged    from    $122    to    $7,151. 

2.  The  inmate  petty  cash  fund,  authorized  for  $400,  contained 
$677.  The  cash  box,  containing  the  petty  cash  fund,  also 
contained  checks  totalling  $1,858.  These  checks  and  the 
excess  cash  constituted  inmate  moneys  received  either  from 
the  sale  of  goods  or  as  a  gift.  Inmate  cash  receipts  should 
be  deposited  intact.  The  inmate  petty  cash  fund  should  be 
separated   from   inmate   receipts. 
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3.  All  accounting  personnel  (six  employees)  give  change  from  the 
petty  cash  fund.  Responsibility  for  these  funds  should  be 
assigned  to  a  specific  individual. 

4.  The  contingent  revolving  fund  contains  an  excessive  balance. 
The  fund  is  authorized  for  $10,000.  However,  the  largest 
fund  reimbursement  during  fiscal  year  1982-83  was  $5,591. 
The  prison  could  request  reimbursement  on  a  more  frequent 
basis,  for  example,  twice  a  month  thereby  freeing  approxi- 
mately $5,000  for  investment.  Based  on  the  average  STIP 
(Board  of  Investments'  Short  Term  Investment  Pool)  interest 
rate  of  11.27  percent,  lost  interest  for  fiscal  year  1983 
amounted   to  $563. 


RECOMMENDATION  #11 

WE  RECOMMEND  THE  PRISON: 

A.  ESTABLISH  PROCEDURES  TO  ENSURE  COMPLIANCE 
WITH  DEPOSIT  REQUIREMENTS. 

B.  SEPARATE  THE  INMATE  PETTY  CASH  FUND  FROM 
INMATE  RECEIPTS. 

C.  APPOINT  A  CUSTODIAN  OF  THE  PETTY  CASH  FUND 
TO  ESTABLISH  ACCOUNTABILITY  AND  LIMIT  ACCESS 
TO  THE  FUND. 

D.  REDUCE  THE  CONTINGENT  REVOLVING  FUND  BALANCE 
TO  THE  AMOUNT  NECESSARY  TO  MEET  IMMEDIATE 
NEEDS. 

Fixed   Assets 

The  prison  has  corrected  many  of  the  fixed  asset  accounting 
weaknesses  noted  in  prior  audit  reports.  However,  there  is  room 
for  further   improvement   in  fixed   asset  accounting. 

The  prison  utilizes  the  Department  of  Institutions'  Supply 
Inventory  Monitoring  System  (SIMS)  to  account  for  fixed  assets. 
During     our    testing     we    noted     fixed     asset     items    which     were    not 
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recorded  on  SIMS.  Also,  SIMS  did  not  include  dollar  values  for  all 
recorded  assets.  In  addition,  we  noted  assets  recorded  on  SIMS 
at  improper  values.  As  a  result,  equipment  in  the  general  fixed 
asset  group  of  accounts   is   understated   by  at   least  $68,870. 

During  fiscal  year  1982-83,  the  prison  reported  approximately 
$1,008,000  of  equipment  in  the  general  fixed  asset  group  of  accounts 
and  $850,009  of  equipment  in  the  prison  ranch  and  industries 
internal  service  operation.  The  understatement  noted  above  does 
not  have  a  material  effect  on  the  equipment  valuation  in  the  general 
fixed   asset  group   of  accounts. 

In  order  to  provide  adequate  physical  controls  over  fixed 
assets,  prison  officials  should  ensure  that  all  fixed  assets  are 
properly   recorded   in   the  accounting   records. 

RECOMMENDATION   #12 

WE     RECOMMEND    THE    PRISON    CONTINUE    TO     IMPROVE    THE 

ACCOUNTING   CONTROL    FOR    FIXED   ASSETS. 

Payroll 

Prison  employees  are  paid  based  upon  a  time  summary  which 
shows  the  employees  name  and  the  number  of  hours  worked.  We 
noted  thirteen  instances  out  of  twenty-eight  where  the  time  summary 
was  submitted  to  the  payroll  clerk  for  processing  lacking  both  the 
employee  and  supervisor  signatures.  Prison  officials  provided 
daily  employee  rosters  and/or  unit  log  books  as  back  up  documenta- 
tion to  show  the  employee  was  working  for  eight  of  the  thirteen 
cases.  In  five  cases,  no  backup  documentation  existed  to  support 
those    time    summaries.      Therefore,    we    were    unable    to  determine   in 
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all    instances    whether    hours    claimed    were  actually  worked.      Autho- 
rized  signatures  would    help   provide   such   assurance. 

The  prison  warden  indicated  he  has  attempted  to  ensure 
adequate  documentation  by  paying  only  for  documented  hours  and 
proposing  the  use  of  a  time  clock.  He  believes  documentation  will 
be   improved. 

We  observed  the  payroll  clerk  has  access  lo  warrants  remaining 
unclaimed  after  the  initial  warrant  distribution.  The  unclaimed 
payroll  warrants  are  returned  to  the  accounting  office  and  kept  in 
a  cardboard  box  in  the  office  vault  which  is  open  during  regular 
business  hours.  All  employees  in  the  accounting  office  including 
the  payroll  clerk  have  access  to  the  vault.  The  payroll  clerk 
should  not  have  access  to  payroll  warrants.  Access  to  unclaimed 
warrants  should  be  restricted  to  an  employee  not  involved  in  the 
payroll   preparation   but  responsible  for  warrant  distribution. 

RECOMMENDATION   #13 

WE    RECOMMEND   THE    PRISON: 

A.  ESTABLISH     PROCEDURES    TO    ENSURE    HOURS    CLAIMED 
ARE   ACTUALLY   WORKED. 

B.  RESTRICT   ACCESS   TO    UNCLAIMED    PAYROLL   WARRANTS. 

STATE   COMPLIANCE 

The  prison  has  not  established  policies  and  procedures  that 
comply    with     state     law     relating     to     the    matters    described     below. 
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Disposition  of   Receipts  from  Sale  of  Goods 

Section   53-1-302,     MCA,     requires    the     industries     program    to 
revert   to    the    state    General    Fund    account  at  the  end  of  each   bien- 
nium,    all    unobligated    revolving      funds    over  a  $50,000  ending   fund 
balance,    except  for  those  funds   reserved  for  equipment   replacement 
as   determined   by   an   equipment   schedule. 

As  currently  written,  the  law  would  require  the  industries 
program  to  liquidate  assets  in  order  to  comply.  This  is  illustrated 
by    the   following    table. 


TABLE  A 
INDUSTRY  PROGRAM  REVERSION 

Fund  Balance  June  30,  1983  $357,415 

Less:   Section  53-1-302,  MCA  Limit  (50,000) 

Equipment  (Replacement  Reserve)  (143 ,995) 

Reversion  Amount  163  ,420 

Assets  Available  to  Fund  Reversion 

Liquid  Assets: 

Cash  $  67,715 

Accounts   Receivable  40,728 

Total    Liquid   Assets  108,443 

Excess   of   Reversion   over   Liquid   Assets  $   54,977 


Other  Assets 

Inventory  $    30,971 

Building      (Net   of  Depreciation)  273,255 

Equipment    (Net   of  Depreciation)  113,024 


Source:      Compiled   by    the   Office   of   the   Legislative   Auditor 

As  indicated  by  the  preceding  table,  in  order  to  complete  the 
reversion  of  the  unobligated  fund  balance,  the  industries  program 
would  have  to  borrow  cash  from  another  fund  or  liquidate  a  portion 
of  its  inventories,  buildings,  or  equipment.  The  program  would 
not  have  any  remaining  liquid  assets  (cash,  accounts  receivable) 
with   which    to   fund   continuing   operations. 
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The  law  is  unclear  regarding  components  needed  to  calculate 
the  reversion.  Except  for  equipment,  the  law  does  not  provide  for 
any  reserve  for  buildings,  supply  inventory,  or  other  assets. 
However,  buildings  and  inventory,  in  addition  to  equipment,  are 
all  components  of  fund  balance.  A  reserve  for  building  replacement 
would  appear  reasonable  if  the  industries  program  is  expected  to 
be   self-supporting. 

The  law  is  not  clear  on  what  constitutes  unobligated  fund 
balance.  As  noted  in  Table  4  above,  the  industries  program 
should  revert  $163,420.  However,  during  both  years  of  the  audit 
period  the  industries  program  was  not  self-supporting.  During 
both  years  industries  received  operating  transfers  from  the  General 
Fund.  These  transfer  amounts  were  $58,907  for  fiscal  year  1981-82 
and  $162,591  for  fiscal  year  1982-83.  The  transfers  become  additions 
to  the  fund  balance.  It  appears  inconsistent  that  the  industries 
program  would  be  required  to  revert  unobligated  fund  balance  to 
the  General  Fund  when  the  program  was  not  self-supporting.  The 
Legislature  appropriated  General  Fund  money  for  the  industry 
program,  however,  the  specific  wording  of  section  53-1-302,  MCA, 
by     requiring     a     reversion,     contradicts    the    appropriation     intent. 

If  the  intent  of  the  law  is  to  require  the  industries  program 
to  revert  accumulated  profits  over  $50,000  then  wording  to  that 
effect  should   be  enacted. 

RECOMIVIENDATION   #14 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  SEEK 
LEGISLATION  TO  CLARIFY  REVERSION  REQUIREMENTS  FOR 
THE    INDUSTRIES   PROGRAM. 
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Release  of   Arsonist 

Section  53-1-104,  MCA,  requires  written  notification  to  the 
Department  of  Justice,  Fire  iViarshal  Bureau  whenever  a  person 
convicted  or  acquitted  of  arson  on  the  grounds  of  mental  disease 
or  defect  is  admitted  or  released.  However,  the  prison  is  sending 
no  such  notification.  According  to  an  employee,  the  prison  over- 
looked informing  new  staff  members  of  the  law.  Approximately  two 
inmates   per  year  fall    into  this   category. 

RECOMMENDATION    #15 

WE  RECOMMEND  THE  PRISON  SEND  WRITTEN  NOTIFICATION 
TO  THE  DEPARTMENT  OF  JUSTICE  WHEN  A  CONVICTED 
ARSONIST    IS   ADMITTED   OR    RELEASED. 

FEDERAL    GRANT    COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
requirements  of  the  U.S.  Office  of  Management  and  Budget  (OMB), 
Circular  A-102,  Attachment  P.  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal    laws  and    regulations. 

We    reviewed    the    major    compliance    areas    in    the    following   sub- 
grants:      Adult    Basic    Education    (ABE),    the  World   of  Work   (CETA), 
and   the   Private    Industry   Council   of  Montana.      These  areas   included 
compliance    with    specific    grant    provisions    and    testing    for    allowable 
costs . 

We  did  not  note  any  federal  compliance  problems  or  question 
any     costs     relating     to    the     prison's     use    of    federal    funds    during 
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fiscal    years    1981-82    and    1982-83.       All    tested   items  were   in   compli- 
ance   witii    applicable    laws    and    regulations.       Nothing    came    to    our 
attention   that  causes   us  to  believe  untested   items  are  not   in   compli- 
ance with   applicable   laws  and    regulations. 
PRIOR    AUDIT    RECOMMENDATIONS 

The  last  audit  of  the  prison  was  performed  by  our  office. 
That  audit  for  the  two  fiscal  years  ended  June  30,  1981,  contained 
thirteen  recommendations  which  are  still  applicable  to  prison  opera- 
tions. The  prison  concurred  with  all  applicable  recommendations. 
Of  the  thirteen  recommendations,  the  prison  implemented  ten, 
partially  implemented  one,  and  did  not  implement  two.  Discussions 
of  those  recommendations  still  applicable  to  the  prison  but  not 
implemented  include  housing  rental  rates,  page  11  and  cattle  valua- 
tion,   page  9. 
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AUDITOR'S    REPORT   AND    FINANCIAL   STATEMENTS 


STATE  OF  MONTANA 


ROBERT  R.  RINGWOOD 

LEGISLATIVE  AUDITOR 


^Uht  jxf  tit^  ^t:^x5[nii'txt  ^nhiitcx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/4493122 


DEPUTY  LEGISLATIVE  AUDITORS: 

JAMES  H.GILLETT 
FINANCIAUCOMPLIANCE  AUDITS 

SCOTT  A.  SEACAT 
PERFORMANCE  AUDITS 

STAFF  LEGAL  COUNSEL 

JOHN  W.  NORTHEY 


The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheet,  Ail  Fund 
Types  and  Account  Groups,  of  the  Montana  State  Prison  as  of 
June  30,  1983;  the  Combined  Statement  of  Revenues,  Expenditures, 
and  Changes  in  Fund  Balance  -  Budget  and  Actual  -  General  and 
Special  Revenue  Fund  Types;  the  Combined  Statement  of  Revenues, 
Expenses,  and  Changes  in  Retained  Earnings  -  All  Proprietary 
Fund  Types;  and  the  Combined  Statement  of  Changes  in  Financial 
Position  -  All  Proprietary  Fund  Types  for  each  of  the  two  years 
then  ended.  Our  examination  was  made  in  accordance  with  gen- 
erally accepted  government  auditing  standards  for  financial  compli- 
ance audits  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in   the  circumstances. 

In  our  opinion,  the  combined  financial  statements  listed  in  the 
first  paragraph  present  fairly  the  financial  position  of  such  funds 
and  account  groups  of  the  Montana  State  Prison  at  June  30,  1983, 
and  the  results  of  operations  and  the  changes  in  financial  position 
of  its  proprietary  fund  types  for  the  two  fiscal  years  then  ended, 
in  conformity  with  generally  accepted  accounting  principles  which, 
have  been  applied  on   a  consistent  basis. 
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Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
accompanying  Schedule  of  Federal  Subgrants  is  presented  for 
additional  analysis  and  disclosure  purposes  in  compliance  with 
federal  regulations  and  is  not  a  required  part  of  the  combined 
financial  statements  for  the  Montana  State  Prison.  This  additional 
information  has  been  subjected  to  the  auditing  procedures  applied 
in  the  examination  of  the  combined  financial  statements  referred  to 
in  paragraph  one.  In  our  opinion,  the  accompanying  Schedule  of 
Federal  Subgrants  is  fairly  stated  in  all  material  respects  in 
relation  to  the  financial   statements  taken  as  a  whole. 


September  9,    1983 


Approved   by; 


Robert   R.    Rinowood 
Legislative  l\ua\J.or 


Respectfully   submitted, 

James   H.    Gillett,    CPA 
Deputy   Legislative  Auditor 
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MONTANA  STATE  PRISON 
COMBINED  BALANCE  SHEET 
ALL  FIJND~TYPES  AND  ACCOUNT  GROUPS 
JUNE  30,  l"983 


GOVERNMENTAL  FUND  TYPES 


ASSETS 
Cash 

Receivables 
Livestock 

Merchandise  Inventory 
Land 

Buildings  &  Improvements 
Accumulated  Depreciation  - 

Buildings  &  Improvements 
Equipment 

Accumulated  Depreciation  -  Equipment 
Prepayment  -  Employee  Advance 
Available  to  Pay  Accrued  Expenditures 
Total  Assets 


LIABILITIES  AND  FUND  EQUITY 
Due  to  State's  General  Fund 
Deferred  Revenue 

Accrued  Expenditures/Accounts  Payable 
Due  to  Inmates 

Total  Liabilities 

Reserve  for  Inventories 
Investment  General  Fixed  Assets 
Fund  Balance/Retained  Earnings 

Total  Liabilities  and 
Fund  Balance/Retained  Earnings 


General 

$   10,000 
82,250 

240,164 


749 

510 

,744 

$1 

,082 

,668 

$ 

92 
749 

,760 
,744 

842 

,504 

240,164 


Special  Revenue 

$   140,361 
17,692 

1,025,118 


$1,183,171 


$1,082,668 


$   61,573 

61,573 

1,025,118 

96,480 

$1,183,171 


PROPRIETARY 
FUND  TYPE 

Internal  Service 

$  193,077 
261,124 

1,467,955 
239,376 
690,274 

1,002,431 

(198,104) 
850,009 
(516,724) 
196 

$3,989,614 


$   30,226 
165,430 

195,656 

3,793,958 
$3,989,614 


FIDUCIARY 
FUND  TYPE 

Agency 

$58,009 


$58,009 


$58,009 
58,009 


$58,009 


ACCOUNT  GROUP 


General  Fixed  Asset 


$    25,626 
9,941,039 


1,008,226 


$10,974,891 


$10,974,891 


$10,974,891 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISON 


REVENUES: 
Charges  for  Services 
Sale  of  Documents,  Merchandise, 

&  Property 
Rentals,  Leases,  &  Royalties 
Miscellaneous 
Federal  Assistance 
Total  Revenues 

EXPENDITURES : 
Care  and  Custody 
License  Plate  Factory 
Canteen  Operations 

Total  Expenditures 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Transfers 
Support  From  (To)  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1982 

FUND  BALANCE  JUNE  30,  1983 


COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 
CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 
GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAl 

.  YEAR  ENDED  JUNE 

30,  1983 

GENERAL  FUND 

SPECIAL  REVENUE 

FUND 

Budget 

Actual 

Variance- 
Favorable 
(Unfavorable) 

Budget 

Actual 

Variance- 
Favorable 
(Unfavorable) 

$   30,156 

$      391 

$(29,765) 

$129,333 

$  65,423 

$(63,910) 

350,000 

313,261 

(36,739) 

46,428 

79,809 
3,843 

33,381 
3,843 

19,772 
499,105 

16,429 
395,113 

(3,343) 

76,584 

84,043 

7,459 

(103,992) 

9,286,498 

9,142,505 

143,993 

108,150 
538,439 
310,465 
957,054 

132,536 
442,619 
307,049 
882,204 

(24,386) 
95,820 
3,416 

9,286,498 

9,142,505 

143,993 

74,850 

(9,209,914) 

(9,058,462) 

151,452 

(457,949) 

(487,091) 

(29,142) 

(162,592) 
9,372,506 

(162,591) 
9,221,053 

1 

(151,453) 

470,460 

470,460 

12,511 

(16,631) 

(29,142) 

113,111 
$125,622 

113,111 
$  96,480 

$    -0- 

$    -0- 

$   -0- 

$  (29,142) 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISON 

COMBINED  STATEMENT  OF  REVENUES  T^PEND I TURE S  ,  AND 

CHANGES  IN  FUND  BALANCES  -  BUDGET  AND  ACTUAL 

GENERAL  AND  SPECIAL  REVENUE  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


REVENUES: 
Charges  for  Services 
Sale  of  Documents,  Merchandise, 

&  Property 
Rentals,  Leases,  &  Royalties 
Miscellaneous 
Federal  Assistance 
Total  Revenues 

EXPENDITURES: 
Care  and  Custody 
License  Plate  Factory 
Canteen  Operations 

Total  Expenditures 

EXCESS  OF  REVENUES  OVER 
(UNDER)  EXPENDITURES 

Prior  Year  Adjustments 

OTHER  FINANCING  SOURCES  (USES): 
Transfers 
Support  From  (To)  General  Fund 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES  (USES) 

FUND  BALANCE  JULY   1,  1981 

FUND  BALANCE  JUNE  30,  1982 


Budget 
$    9,100 

4,000 

13,100 

7,423,420 

7,423,420 

(7,410,320) 
(37,337) 


(143,500) 
7,591,157 


GENERAL  FUND 

Variance- 

Favorable 

Actual 

(Unfavorable) 

$      360 

$  (8,740) 

45,631 

41,631 

19,793 

19,793 

65,784 

52,684 

SPECIAL  REVENUE  FUND 


7,360,599 

7,360,599 

(7,294,815) 
(37,337) 


(58,907) 
7,391,059 


62,821 


62,821 


115,505 


84,593 
(200,098) 


Budget 
$  85,375 
264,550 

20,172 
370,097 


112,310 
495,510 
264,550 
872,370 


$   -0- 


$  -0- 


(502,273) 
136 


450,297 
(30) 


(51,870) 


22,489 


$(29,381) 


Variance- 

Favorable 

Actual 

(Unfavorable) 

$  88,375 

$   3,000 

253,400 

(11,150) 

79,000 

79,000 

18,419 

(1,753) 

439,194 

69,097 

114,338 

(2,028) 

439,400 

56,110 

236,930 

27,620 

790,668 

81,702 

(351,474) 

150,799 

136 

450,297 

(8,337) 

(8,307) 

90,622 

142,49^ 

22,489 

$113,111 

$142,492 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISON 

COMBINED  STATEMENT  OF  REVENUES,  EXPENSES 

AND  CHANGES  IN  RETAINED  EARNINGS 

ALL  PROPRIETARY  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1983 


Sales: 
Industries  Product  Sales 
Ranch  and  Dairy  Product  Sales 
Total  Sales 

Cost  of  Products  and  Goods  Manufactured  and  Sold 

Gross  Profit  (Loss) 

Other  Operating  Expenses: 
Communications 
Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 

Income  (Loss)  From  Operations 

Before  Operating  Transfers  In  (Out) 
Operating  Transfer  In  (Out) 
Net  Income 

Retained  Earnings,  June  30,  1982 

Prior  Year  Revenue  Adjustment 
Prior  Year  Expense  Adjustment 
Direct  Entries  to  Retained  Earnings 

Retained  Earnings,  June  30,  1983 


PROPRIETARY 
FUND  TYPE 

Internal  Service 

$  197,832 
1,493,626 
1,691,458 


1,476,393 


215,065 


5,071 
164,505 

9,306 
178,882 


36,183 
162,591 
198,774 

3,994,699 

1,647 
9,370 
(410,532) 

$3,793.958 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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MONTANA  STATE  PRISON 
COMBINED  STATEMENT  OF  REVENUES,  EXPENSES 
AND  CHANGES  IN  RETAINED  EARNINGS 
ALL  PROPRIETARY  FUND  TYPES  ' 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


PROPRIETARY 
FUND  TYPE 


Sales: 
Industries  Product  Sales 
Ranch  and  Dairy  Product  Sales 
Total  Sales 

Cost  of  Products  and  Goods  Manufactured  and  Sold 

Gross  Profit  (Loss) 

Other  Operating  Expenses: 
Communications 
Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 

Income  (Loss)  From  Operations 

Before  Operating  Transfers  In  (Out) 
Operating  Transfer  In  (Out) 
Net  Income 

Retained  Earnings,  June  30,  1981 

Prior  Year  Revenue  Adjustment 
Prior  Year  Expense  Adjustment 
Direct  Entries  to  Retained  Earnings 

Retained  Earnings,  June  30,  1982 


Internal  Service 

$   132 
1,247 

,319 
,776 

1,380 

,095 

1,206 

,404 

173 

,691 

3,320 

119,744 

18,380 

141,444 


32,247 
118,663 
150,910 

3.603,787 

(29,083) 
3,864 
265,221 

$3,994,699 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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MONTANA  STATE  PRISON 
COMBINED  STATEMENT  OF  CHANGES 
IN  FINANCIAL  POSITION 
ALL  PROPRIETARY  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1983 


PROPRIETARY 
FUND  TYPE 


Sources  of  Working  Capital: 
Operations : 
Net  Income 

Items  not  Requiring  (Providing)  Working  Capital; 
Depreciation 
Prior  Year  Items 

Working  Capital  Provided  by  Operations 


Internal 
Service  Fund 


$198,774 

98,839 

11,016 

308,629 


Uses  of  Working  Capital: 

Acquisition  of  Property,  Plant  &  Equipment  183,962 

Working  Capital  Applied  by  Operations  183,962 

Net  Increase  (Decrease)  in  Working  Capital  $124,667 


Elements  of  Net  Increase  (Decrease)  in  Working  Capital: 

Cash  $(111,704) 

Accounts  Receivable  91,126 

Expense  Advances  96 

Inventory  68,630 

Accounts  Payable  81,723 

Accrued  Withdrawals  25,022 

Deferred  Revenue  (30,226) 

Net  Increase  (Decrease)  in  Working  Capital  $124,667 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement . 
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MONTANA  STATE  PRISON 
COMBINED  STATEMENT  OF  CHANGES 
IN  FINANCIAL  POSITION 
ALL  PROPRIETARY  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1982 


PROF'RIETARY 
_FUNU_TYPE_ 

Internal 
Service  Fund 
Sources  of  Working  Capital: 
Operations : 
Net  Income  $150,910 

Items  not  Requiring  (Providing)  Working  Capital: 
Depreciation  88,331 

Prior  Year  Items  3,864 

Working  Capital  Provided  by  Operations  243,105 


Uses  of  Working  Capital: 

Acquisition  of  Property,  Plant  &  Equipment  120,482 

Prior  Year  Items  29,082 

Working  Capital  Applied  by  Operations  149,564 

Net  Increase  (Decrease)  in  Working  Capital  $  93,541 


Elements  of  Net  Increase  (Decrease)  in  Working  Capital: 

Cash  $176,741 

Accounts  Receivable  50,935 

Expense  Advances  100 

Inventory  24,750 

Accounts  Payable  (158,661) 

Accrued  Withdrawals  (41,292) 

Due  to  General  Fund  ^0>968 

Net  Increase  (Decrease)  in  Working  Capital  $  93,541 


The  notes  to  the  financial  statements  are  an  integral  part  of  this 
statement. 
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MONTANA   STATE    PRISON 

Notes  to  the   Financial   Statements 

Fiscal   Year   Ending   June  30,    1982  and   June  30,    1983 


1.        SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 

A.       Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide     Budgeting     and      Accounting     System     with     adjustments. 

Governmental  fund  revenues  and  expenditures  are  recognized 
on  the  modified  accrual  basis.  Revenues  are  recognized  in  the 
accounting  period  in  which  they  become  available  and  measurable. 
Available  means  collectible  within  the  current  period  or  as  soon 
enough  thereafter  to  be  used  to  pay  liabilities  of  the  current 
period.  Expenditures  are  recognized  in  the  accounting  period  in 
which   the  fund   liability   is   incurred,    if  measurable. 

Agency  fund  assets  and  liabilities  are  accounted  for  on  the 
modified  accrual   basis. 

Proprietary  fund  revenues  and  expenses  are  recognized  on 
the  accrual  basis.  Revenues  are  recognized  in  the  accounting 
period  in  which  they  are  earned  and  become  measurable.  Expenses 
are   recognized   in   the  period   incurred,    if  measurable. 

The  accounting  for  accumulated  vacation  and  sick  leave  is  an 
exception  to  the  modified  accrual  and  accrual  basis  of  accounting 
described  above.  The  total  liability  associated  with  unused  accumu- 
lated vacation  and  sick  leave  at  June  30,  1983  was  $37,324  sick 
leave  and  $358,498  vacation  leave.  Upon  termination,  qualifying 
employees    are    paid    at    their    current    pay    rate    for    100  percent    of 
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accumulated     vacation     and     25  percent    of    unused    sick    leave    (only 
sick   leave  earned   after  July   1,    1971). 

B.        Fund   Types 

The  State  of  Montana  accounts  are  organized   by  a   fund   struc- 
ture as  outlined    in   section   17-02-102,    MCA.      For  financial   presenta- 
tion,   these   funds    have    been    reclassified    according    to   the  Govern- 
mental    Accounting    and    Financial    Reporting    Principles    Statement   1 
issued   by   the   National    Council   on   Governmental    Accounting. 

GOVERNMENTAL    FUND   TYPES 

The  acquisition,  use,  and  balances  of  this  agency's  expend- 
able financial  resources  and  the  related  current  liabilities, 
except  those  accounted  for  in  proprietary  funds,  are 
accounted  for  through  governmental   funds. 

General  Fund  -  accounts  for  all  financial  resources  except 
those  required  to  be  accounted  for  in  another  fund. 

Special  Revenue  Fund  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditure  for 
specified  purposes.  This  fund  included  the  following 
programs: 

--License  Plate   Factory 

--Alcohol   Treatment 

--Federal   Training   Assistance 

--World  of  Work 

--Adult    Basic     Education    and     University    Research    Center 

--Out  of  State   Inmates 

--Post  Secondary   Education 

--Private    Industry  Council    (PIC) 

--Insurance   Reimbursement  (Fire  Fund) 

--Montana  State  Prison   Canteen 

PROPRIETARY    FUND   TYPE 

Internal  Service  Funds  -  accounts  for  the  prison  ranch  and 
industrial  operations.  This  fund  corresponds  to  the  revolving 
fund  within  the  state  treasury  fund  structure.  The  prison 
ranch  and  industrial  operations  are  self-supporting  programs 
which  parallel  those  of  a  normal  business.  The  accrual  basis 
of  accounting  is  used  for  this  proprietary  fund.  This  fund 
contains  the  following  elements  which  further  explain  financial 
activity  unique  to  the  ranch  and   industries  operations. 
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1)  Prison  Industries  -  The  1979  Legislature  established 
prison  industries  as  a  subprogram  of  the  Department  of 
Institutions  Central  Office.  Beginning  in  fiscal  year 
1982,  this  program's  activity  is  reflected  in  the  prison's 
Internal   Service   Fund  financial   statments. 

2)  Fixed  Assets  -  Fixed  assets  in  the  Internal  Service  Fund 
are  valued  at  cost  or  an  estimate  of  cost.  Depreciation 
is  calculated  on  a  straight  line  basis  over  the  assets 
useful    life. 

3)  Operating  Transfers  In  -  Operating  Transfers-ln  of 
$118,663  in  the  Internal  Service  Fund  for  fiscal  year 
1982  represent  transfers  to  industries  of  $58,907  from 
the  General  Fund  and  $34,899  from  the  Special  Revenue 
Fund;  and  transfers  of  $24,857  to  ranch  from  the  Special 
Revenue   Fund. 

Operating  Transfers-ln  of  $162,112.65  in  the  Internal 
Service  Fund  for  fiscal  year  1983  represents  transfers  to 
industries  from  the  General    Fund. 

4)  Inter-Entity  Loan  -  The  Internal  Service  Fund  Balance 
Sheet  does  not  reflect  a  inter-entity  loan  between  the 
prison  ranch  and  industries  programs.  This  loan  from 
ranch  to  industries  will  be  repaid  in  future  fiscal  periods 
when     industries     reaches     a     stable    operating     condition. 

5)  Receivables  -  Receivables  in  the  Internal  Service  Fund 
represent  amounts  owed  for  products  sold  to  customers 
from  the  prison  ranch  and  industrial  operations.  At 
June  30,    1983    all    receivables    were    deemed    as  collectible. 

6)  Direct  Entries  to  Retained  Earnings  -  Direct  entries  to 
retained  earnings  of  $265,220.85  for  fiscal  year  1982  and 
$410,531.58  for  fiscal  year  1983  represent  adjustments  in 
order  to  properly  reflect  previously  unrecorded  inven- 
tories, land,  and  other  fixed  assets  of  the  Ranch  and 
Industries  Internal  Service  Fund.  In  addition,  correc- 
tions for  depreciation  previously  unrecorded  are  included 
in   the  adjustments. 

FIDUCIARY    FUND   TYPES 

Agency  Fund  -  is  used  to  account  for  inmate  moneys  held  by 
this  agency   as  an   agent   for  the   inmates. 

GENERAL    FIXED   ASSET   GROUP   OF   ACCOUNTS 

Fixed  assets  from  the  General  Fund  and  the  Special  Revenue 
Fund  are  included  in  the  General  Fixed  Asset  Group  of 
Accounts.  Fixed  assets  are  accounted  for  at  cost  or,  if  the 
cosl    is    not   practicably  determinable  at  estimated  or-iginal   cost. 
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Where  applicable  the  estimated  original  cost  is  based  upon  the 
price  level  method  outlined  in  the  Montana  Operations  Manual 
Volume  II  1740.50  through  1740.53.  This  estimation  method 
was  used  to  determine  the  cost  of  buildings  when  only  a  1973 
current  value  appraisal   was  available. 


C.       Budget   Information 

A  fixed  annual  basis  of  budgeting  is  utilized.  Under  the 
fixed  annual  method,  appropriations  of  specific  dollar  amounts  are 
set  for  each  fiscal  year  of  a  biennium  by  the  Legislature.  Appro- 
priations control  financial  operations  during  each  fiscal  year.  At 
the  end  of  each  year,  General  Fund,  Special  Revenue  Fund,  and 
Internal  Service  Fund  appropriation  authority  reverts  to  the  fund 
of  original  appropriation.  The  reverted  appropriation  authority 
may  be  used  in  the  subsequent  year  as  authorization  for  valid 
prior  year  obligations.  Budget  amendments  represent  the  authoriza- 
tion to  spend  funds  not  available  for  consideration  by  the  Legisla- 
ture. They  are  subject  to  approval  of  the  Governor. 
2.       EMPLOYEES'    RETIREMENT   SYSTEM 

The    prison    employees    are    covered    by    the    Public    Employees' 
Retirement  System   (PERS).      Under  this   plan,    the  prison   contributes 
6.32  percent  of  an   employee's  gross  wages  and   the  employee  contri- 
butes   6  percent    of    his   gross   wages   to    PERS.      During   fiscal    year 
1981-82,   the  prison  contributed  $286,628.26.      The  prison  contributed 
$351,551.94   during    the   fiscal    year   1982-83.      At   June  30,    1982   the 
Public   Employees'    Retirement  System  was  actuarially  sound  according 
to    a    report   by   the   system's   actuary.      The   unfunded    past   service 
and     the    actuarially    computed     value    of    vested    benefits    were    not 
readily   available   for   members   of   the   plan   employed    by   the  prison. 
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3.  INVENTORIES 

Governmental  Funds  supply  inventories  are  valued  using  a 
most  current  cost  valuation  system.  Supplies  are  recognized  as  an 
expenditure  at  the  time  of  purchase.  Livestock  of  $1,467,955  and 
inventory  of  $51,526,  consisting  of  cut  meat  and  dairy  products  in 
the  Internal  Service  Fund  is  valued  at  market  value  at  June  30, 
1983,  in  conformance  with  GAAP.  The  remaining  inventory  of 
$187,850  in  the  Internal  Service  Fund  is  valued  at  the  most  recent 
price  paid  for  each  item.  This  method  approximates  FIFO  in  that 
the  inventory  at  the  prison  ranch  and  industries  is  generally 
comprised  of  rapid   turnover  items. 

4.  INSURANCE 

Montana  State  Prison  is  insured  through  insurance  plans 
administered   by  the  Department  of  Administration. 

5.  CONSOLIDATED    ENTITY   TRANSFERS 

The   consolidated   entity  transfers   in   the  Special    Revenue   Fund 

represent    cash    transfers    from    the    Department    of    Justice    to    the 

prison    to    finance    the    operations    of    the    license    plate   factory   and 

cash   transfers  from  the  Department  of  Revenue  (from  liquor,   beer, 

and    wine   tax    revenues)    to   the   prison    to   finance   the  operations  of 

the  alcohol   abuse  program.      The  individual   amounts  were: 

Fiscal   Year  Ended  June   30 
Transfer  From  1983  1982 


Department  of  Justice  $4A9,437  $429,208 

Department   of  Revenue  21 ,023  21,089 

Total  $470,460  $450,297 
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6.      CONTINGENCIES 

At  any  one  time,  the  number  of  civil  actions  pending  against 
the  Montana  State  Prison  varies  from  50  to  60.  The  prison  has  not 
incurred  any  significant  liability  as  a  result  of  the  many  cases 
filed  by  inmate  plaintiffs.  Throughout  the  course  of  a  year,  it  is 
not  uncommon  to  incur  expenses  of  several  thousand  dollars  for 
legal  fees  on  behalf  of  the  plaintiff.  We  do  not  anticipate  any 
significant  money  damages  being  assessed  against  the  prison  at  the 
present  time. 
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MONTANA  STATE  PRISON 
SCHEDULE  OF  FEDERAL  SUBGRANTS 
FISCAL  YEARS  ENDING  JUNE  30,  1982  AND  1983 


GRANT  NUMBER 


CASH  RECEIPTS 


Subgrant  from: 


Fiscal  Year  Ended 
6/30/82   6/30/83 


Montana  Office  of  Public  Instruction 
--  U.S.  Department  of  Education 
Adult  Basic  Education  (ABE) 


82-56-6006-0090     $17,495 
83-56-6006-0125  $15,049 


Montana  Department  of  Labor  &  Industry 
--  U.S.  Department  of  Labor  93092017 

World  of  Work  (CETA)  3114 


924 


$    195 
$  1,199 


Private  Industry  Council  of  Montana 
--  U.S.  Department  of  Labor 


PICTR-8147 
PICTR-8214 


$  25,563 
$  34,387 
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AGENCY    REPLY 


DEPARTMENT  OF  INSTITUTIONS 


TEDSCHWINDEN  GOVERNOR 


1539  11TH  AVENUE 


STATE  OF  MONTANA' 


(406)449-3930 


October  24,    1983 


HELENA,  MONTANA  59620 


OCT  9  r.  1983 

MONTANA  LEGIS!  ATIVE  AUDITOR 


Legislative   Audit   Committee 

of  the  Montana   State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,   Montana     59620 

Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  staff  of  the  Lepslative 
Auditor. 

The   report   provides   a   very   welcome   service   and   is   sincerely   appreciated. 
Our  responses  to  the  recommendations  are  attached.  r 

Sincerely, 

CARROLL   V.    S 
Director 

CVS:bt 

Attachment 
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Montnrui   Stfito   Prison 
Audit   Reoommrndations  and   Responses 


RECOMMENDATION   #1 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  WORK  WITH  THE 
PRISON   TO  MAINTAIN   ALUMINUM   INVENTORY   FOR   ONLY    CURRENT   NEEDS. 

Response  #1 

We  agree  with  this  recommendation,  however  due  to  the  excessiA'^o  inventory 
levels,  implementation  may  be  not  feasible  until  inventory  levels  are  reduced. 
Two  options   will  be  eonsider<Kl  in  order  to  reduce  inventory: 

1.  Expand  license  plate  operations  based  on   new  markets. 

2.  Find  alternative  markets  or  uses  for  the  supply.  If  neither  of  the  options 
are  feasible,  the  prison  will  use  the  existin^r  inventory  until  the  inventory 
levels  are  substantially  reduced. 


RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  WORK  WITH  THE 
PRISON  INDUSTRIES  PROGRAM  TO  ACCURATELY  REFLECT  ALUMINUM 
INVENTORY  COSTS  FOR  THE  TAG  PLANT  IN  THE  INDUSTRIES  ACCOUNTING 
RECORDS. 

Response  #2 

We  concur  with  this  recommendation. 


RECOMMENDATION   #3 

WE    RECOMMEND    THE    PRISON     IMPLEMENT    EFFECTIVE    PHYSICAL    CONTROLS 
OVER    CANTEEN   INVENTORY. 

Response  #3 

We    concur    with    this    recommendation.       We    have    bep^un    implementing    effective 
physical  controls  over  canteen  inventory. 
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RECQ1V!MENDATI0N   #4 

WE   RECOMMEND   THE   PRISON   AND   THE   DEPARTMENT   OF  INSTITUTIONS: 

A.  SEGREGATE   THE   INVENTORY   ORDERING,    RECEIVING,    ISSUING,    AND 
PAYMENT   APPROVAL   FUNCTIONS. 

B.  ESTABLISH   WRITTEN   PROCEDURES   FOR   ALL   INVENTORY   COUNTS   AND 
ACCUMULATION   OF  COUNT   RESULTS. 

C.  ESTABLISH     PROCEDURES     TO    ENSURF     AUTHORIZING    SIGNATURES     ARE 
OBTAINED   FOR   INVENTORY   ISSUANCE. 

D.  RECONCILE   INPUT   DOCUMENTS   WITH   THE   SIMS   DAILY   UPDATE   REPORTS 
OP   MANUAL   RECORDS. 

Response  #4 

We  concur  with  this  recommendation  and  will  take  action  to  implement  the 
procedures  required. 

RECOMMENDATION   #5 

WE  RECOMMEND  THE  DEPARTMENT  OF  INSTITUTIONS  CONTINUE  TO  WORK 
WITH  THE  DEPARTMENT  OF  ADMINISTRATION  TO  DETERMINE  A  PROPER 
METHOD  FOR  RECORDING  GAINS  AND  LOSSES  DUE  TO  HERD  SIZE 
FLUCTUATION. 

Response  #5 

We  concur  with  this  recommendation.  The  Department  of  Administration  and 
other  sources  will  be  utilized  in  order  to  determine  a  proper  and  workable 
method  for  recording  gains  and  losses. 

RECOMMENDATION   #6 

WE   RECOMMEND   THE   DEPARTMENT  OF  INSTITUTION: 

A.  ESTABLISH   PROCEDURES   TO   ENSURE   ACCOUNTABILITY   FOR    ALL 
DELIVERY   TICKETS,    INCLUDING   VOIDED   TICKETS. 

B.  DESIGNATE     AN     INDIVIDUAL     TO     ASSUME     THE     RANCH     ACCOUNTANT'S 
DUTIES   WHEN   THE   ACCOUNTANT   IS   ABSENT. 

Response  #6 

A.  The    Ranch    Accounting  office    has   implemented   changes   in    order    to   account 
for  all  delivery  tickets. 

B.  The   prison    has    hired   a    fiscal   manager   and   accounting   clerk    to   handle   the 
accounting  matters. 
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RECOMMENDATION   #7 

WE     RECOMMEND     THE     DEPARTMENT     OF    INSTITUTIONS     FINALIZE     A     POLICY 
CONCERNING   RENTAL   RATES   FOR    PRISON   HOUSING    UNITS. 

Response  #7 

The  Department   has  a  housing;  policy. 

RECOMMENDATION   #8 

WE       RECOMMEND       THE       DEPARTMENT       OF       INSTITUTIONS       IMPROVE       THE 
INDUSTRIES   PROGRAM   DOCUMENTATION   OF  JOB    COSTS. 

Response  #8 

The   Industries   Program   has  implemented  procedures  to  improve  documentation  of 
job  costs. 

RECOMMENDATION  #9 

WE     RECOMMEND     THE     PRISON     STRENGTHEN      INTERNAL     CONTROLS     OVER 
EXPENDITURES   TO  ENSURE  EACH  BILL   IS   PAID  ONLY  ONCE. 

Response  #9 

We  concur  with  this  recommendation. 


RECOMMENDATION  #10 

WE  RECOMMEND  THE   PRISON: 

A.  PREPARE  AN  AGING  SCHEDULE  OF  ACCOUNTS  RECEIVABLE  TO  ENSURE 
DELINQUENT   ACCOUNTS   ARE   IDENTIFIED. 

B.  PURSUE   THE   COLLECTION   OF   DELINQUENT   ACCOUNTS   RECEIVABLE. 

C.  PERFORM  A  MONTHLY  RECONCILIATION  BETWEEN  SB  AS  AND 
SUBSIDIARY  BILLING  AND  RECEIPT  RECORDS  TO  ENSURE  ACCOUNTS 
RECEIVABLE  ARE  PROPERLY   RECORDED. 

Response  #10 

A.  This  procedure  v;as  implemented  effective  July  1,   1983. 

B.  Procedures  have  been  implemented  for  identifying  past  due  accounts  and 
for  pursuing  delinquent  accounts. 

C.  This  procedure  was  implemented  effective  July  1,    1983. 
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RECOMMRNPATION   #11 

WE   RECOMMEND   THE   PRISON: 

A.  ESTABLISH      PROCEDURES      TO      ENSURE      COMPLIANCE      WITH      DEPOSIT 
REQUIREMENTS. 

B.  SEPARATE   THE   INMATE   PETTY   CASH   FUND   FROM   INMATE   RECEIPTS. 

C.  APPOINT     A     CUSTODIAN     OF     THE     PETTY     CASH     FUND     TO     ESTABLISH 
ACCOUNTABILITY   AND   LIMIT   ACCESS   TO   THE   FUND. 

D.  REDUCE   THE   CONTINGENT   REVOLVING   FUND   BALANCE   TO   THE   AMOUNT 
NECESSARY   TO  MEET   IMMEDIATE   NEEDS. 

Response  #11 

We  concur  with  this  recommendation. 


RECOMMENDATION   #12 

WE     RECOMMEND     THE     PRISON     CONTINUE     TO     IMPROVE     THE     ACCOUNTING 
CONTROL   FOR   FIXED   ASSETS. 

Response  #12 

We  concur  with  this  recommendation. 


RECOMMENDATION   #13 

WE   RECOMMEND   THE   PRISON: 

A.  ESTABLISH  PROCEDURES  TO  ENSURE  HOURS  CLAIMED  APE  ACTUALLY 
WORKED. 

R.        RESTRICT   ACCESS   TO   UNCLAIMED   PAYROLL   WARRANTS. 

Rcspo nse  #13 

A.  This  ap^ency  is  committed  to  ensuring  that  sip^nature  documentation  will  be 
included  with  the  payroll  documentation.  We  concur  with  this 
recommendation . 

B.  We  concur  with  this  rccnmmondntion  and  have  implemented  procedures  to 
ensure  complete  separation  of  responsibilities. 
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RECOIVIIVIENDATION   #14 

WE    RECOMMEND    THE    DEPARTMENT    OF    INSTITUTIONS    SEEK    LEGISLATION    TO 
CLARIFY   REVERSION    REQUIREMENTS   FOR   THE   INDUSTRIES   PROGRAM. 

Response  #14 

In   compliance   with   this   recommendation,    the   Depaitmcnt    will   seek   le^slation   to 
clarify  the  reversion  statute. 


RECOMMENDATION   #15 

WE  RECOMMEND  THE  PRISON  SEND  WRITTEN  NOTIFICATION  TO  THE 
DEPARTMENT  OF  JUSTICE  WHEN  A  CONVICTED  ARSONIST  IS  ADMITTED  OR 
RELEASED. 

Response  #15 

We  concur  with  this  recommendation. 
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